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Minutes of a meeting of the Special Committee of the Board of Directors of Ontario Power Generation, held by teleconference call, on June 2, 2017, at 7:00 a.m.
	
Present
George Lewis	Committee Chair
Bernard Lord		Member
Bill Coley		Member
Lisa DeMarco	Member
Peggy Mulligan	Member 
Yezdi Pavri	Member

being a quorum of the Directors of the Committee, and

Jeffrey Lyash 	President and Chief Executive Officer
Catriona King	Vice President, Corporate Secretary
Carlton Mathias	Assistant Corporate Secretary

			
The following individuals were in attendance:

	Ken Hartwick		Chief Financial Officer and SVP - Finance
	Chris Ginther		Chief Administrative Officer
	Carlo Crozzoli		SVP Corporate Business Development & Strategy
	John Lee		Vice President, Treasurer
	Les Wong		Senior Counsel, OPG Law Division
	William Orr		Fasken Martineau
	Aaron Atkinson	Fasken Martineau
	
1. Constitution of Meeting/Approval of Agenda

Notice of the meeting having been given to all the members of the Special Committee and a quorum of the members being present, the Committee Chair declared the meeting regularly constituted for the transaction of business on June 2, 2017 at 7:00 am. 

a) Approval of Agenda

Upon a motion duly made, seconded and unanimously agreed to, it was RESOLVED THAT:

· The agenda for the June 2, 2017 meeting of the Special Committee was approved.

b) Declaration of Conflicts of Interest

The Committee Chair asked if there were any real, potential, or perceived conflicts of interest to disclose and none were declared.


2.	Minutes of Meeting/Actions Arising from the Minutes

Upon a motion duly made, seconded and unanimously agreed to, it was RESOLVED THAT:

· The minutes of the May 5, 2017 meeting of the Special Committee were approved.

There were no outstanding actions.

3. External Developments to Date

Ms. Rowe spoke to the written materials provided.  In addition, Ms. Rowe noted the following:

· There were two periods of media coverage of the Fair Hydro Plan (FHP). The first was around May 11 -12th when the Fair Hydro Plan Act ( the “Legislation”) was introduced in the Provincial Legislature. The second was around May 24th when the Financial Accountability Officer (FAO) issued his report on the FHP.
· Mention of OPG in the media coverage was only in respect of it playing a role in the financing of the Government’s plan.
· Jeff Lyash was requested to speak at the legislative hearings respecting the Legislation. Jeff was alloted 5 minutes to speak and was then asked questions. OPG’s estimation is that this attendance went very well. It was obvious that Jeff was very prepared and he came across as highly credible. There was little or no media coverage of these hearings.
· OPG was requested to meet with the Progressive Conservative’s Energy Critic and will meet with the New Democratic Party’s critic next week. The OPG message being conveyed in such meetings is that OPG has a role in the financing of the FHP, which OPG explains, though OPG is not responsible for the policy itself. The PCs were cordial in their meeting and understand OPG’s limited role in the FHP.
· The Legislation went through Third Reading and was passed a couple of days ago.

Mr. Crozzoli spoke to the written materials provided respecting the report of the FAO on the FHP. Mr. Crozzoli indicated that of the various dollar figures provided in the FAO Report, the public is most likely to remember the estimation that the FHP will result in a net cost to Ontarians of $21 billion.

The Committee asked a number of questions and sought several clarifications to which Mr. Crozzoli, Mr. Lyash and Mr. Hartwick responded.  Responses given by Mr. Crozzoli, Mr. Lyash and Mr. Hartwick to questions asked included that:

· The FAO Report did not consider the time value of money in its cost estimations; OPG did a net present value calculation, assuming a social discount rate of 5% to the consumer, and the result was the cost of the FHP is approximately at breakeven.
· The $21 billion cost to Ontarians includes what OPG is earning through the refinancing program.  OPG’s response to this point, if asked, is the people of Ontario are getting some of their costs back through OPG profit being returned to Province.  OPG has suggested to the Province that it do an economic analysis of this return.
· The FAO estimated that borrowing costs for the re-financing would be approximately $4 billion less if the borrowing were financed by the Province directly, rather than through OPG and the capital markets. While this is directionally correct, OPG’s calculations indicate the costs at approximately $3 billion more than if done by the Province directly. While it is indisputable that the Province can borrow at lower costs than the Trust can, it is a Provincial policy decision to re-finance the GA this way. 
· In as much as OPG has been asked to play a role in the GA re-financing, OPG has committed to transparency in reporting on its activity in respect of the refinancing. OPG is also necessarily committed to a discipline that only the deferred GA and directly associated costs will be re-financed. 


4. Update from Ministry Rate Mitigation Working Group Meeting
	
	Mr. Hartwick spoke to the written materials provided. Mr. Hartwick noted the following:

· In respect of the Regulations to be issued under the Legislation, the Province is targeting that the non-Trust related Regulations be issued by June 15, 2017, and that the Regulations that relate to the Trust be issued by June 28th. 

The tone and understanding from the Province in respect of OPG’s needs in the Regulations is very good, although it is expected that there will be some push and pull in the discussions as the Province also tries to pursue its own objectives in the Regulations. There is an inherent integration between the non-Trust and the Trust related Regulations so the work in drafting both sets of Regulations is iterative.

· The Provincial Auditor-General has had two meetings with the Province.  OPG has been involved and so has Ernst & Young on OPG’s behalf.  The A-G is very comfortable with the OPG accounting treatment related to the re-financing of the GA and with E&Y’s role.  

The A-G appears to have some issues with the IESO’s approach to its relevant accounting treatments, in particular the IESO’s change to regulatory accounting, and seems to think this is not appropriate. The risk to the Province in this respect is that if there were to ultimately be an unwinding of the IESO’s relevant regulatory accounting treatment, the net debt tied to the the GA re-financing would consolidate to the Province’s financial statements. The Province appears to have no intention to agree with the A-G’s view. The A-G has requested that the Province provide the A-G with all emails related to the accounting treatment of the re-financing. OPG does not have any concerns with disclosure of OPG emails.

· In respect of the Province’s determination of the Fair Allocation Amount for re-financing, OPG has been advised that the Province is targeting June 15, 2017 to confirm this in writing to OPG. OPG has also been advised that the Province has received a draft report from Navigant Consulting which has been doing the analysis on the Province’s behalf to support the Fair Allocation Amount. OPG has not been privy to any drafts of this report. OPG has been advised by the Province that the analysis has been tracking to an expectation that the Fair Allocation Amount will fall within a range of reasonableness, though OPG has no direct knowledge of this.

· The Province has asked OPG to consider additional measures that could lessen the anticipated impacts of the consumer price increases once the 2% cap on increases under the Legislation falls away approximately 4 years from now.

In response to a question, Mr. Lyash advised that he met with the incoming CEO of the IESO two days previously; and that he is planning a number of meetings/briefings for the new IESO CEO to establish an early working relationship.


5. Timeline for Fair Hydro and OPG Corporate Debt Programs

Mr. Lee spoke to the written materials provided. Mr. Lee noted that:

· the work being undertaken is consistent with the work elements set out in the Board Memo dated May 12, 2017 in respect of Board approval for OPG Participation in Ontario’s Fair Hydro Plan, but the current pace of work reflects the timing consequences of the delay in the Regulations being issued.

· In essence, the schedule of work is pushed back by approximately 2 – 4 weeks. The result is that some of the work is being done in advance of having relevant considerations confirmed, so the work may subsequently need to be adjusted. 

· Because OPG is doing some work in advance, it is improving OPG’s ability to influence mult-party discussions as others have not yet done their respective work.

· OPG expects that the relevant bank and asset backed commercial paper documentation to be in place by August of this year.

· In respect of OPG’s public debt platform at large (beyond the GA re-financing), OPG has started engaging specific external financial advisory companies. These companies have a clear understanding of OPG’s needs. Some notable factors that will need to be addressed include the due diligence relating to OPG’s complicated real property rights and valuations of OPG’s long-lived assests, the magnitude of OPG’s investment in Darlington refurbishment, and how OPG may compare to other large generators, such as Bruce Power, who already participate in the public debt markets.

The Committee was satisfied with the written materials provided and Mr. Lee’s additional information provided verbally.


6. Next Meeting – June 16th: 7:00 – 8:00 a.m.


7. Termination
The meeting terminated at 7:35 a.m.






Special Committee Chair				                     Vice President, Corporate Secretary
_______________________________________________________________________________
Asterisk (*) denotes action to be taken
The information contained in this document contains sensitive information which could raise concerns related to privacy matters,  employee matters and /or security and may further impact on the financial or commercial interests of OPG, the Ontario Government or other third parties. In some instances solicitor-client privileged information is also contained herein. This information must be treated in the strictest confidence and must not be reproduced in any fashion without the express prior written consent of OPG. In keeping with OPG’s corporate standard for the protection of confidential information, this document should not be removed, or left unattended or accessible to unauthorized persons.
